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Bright spots on the horizon for FY26/3

Major capex peaked in FY24/3 and depreciation in FY25/3

SUMMARY

»» TOREX SEMICONDUCTOR (CEO Takeshi Kimura) recently provided an update on the
current business situation as well as focus products and key initiatives going into
FY26/3. Looking back on his first year since assuming the office of President, the
business environment has remained challenging. The initial budget had assumed a
recovery from the 2H (October onward), but the recovery in demand has been
limited, in particular citing prolonged inventory adjustment in the domestic
industrial equipment market due to the sluggish Chinese market. However, a recent
trend is that orders with short delivery times are increasing in overseas markets,
especially in Asia, and signs of a recovery are beginning to emerge. The expectation
is that inventory consolidation will finish up by Spring. In this report, we examine
the focus products and key initiatives going into FY26/3 (see PP5-7).

P> As a result of weak Q3 results, the Company revised down full-term profits a second
time, this time into loss (see details on P2). TOREX announced that it has signed a
basic agreement with Taiwan major semiconductor maker PANJIT INTERNATIONAL
INC. for the purpose of forming a business alliance by transferring all or part of its
equity interests in wholly owned packaging (back-end process) subsidiary TOREX
VIETNAM SEMICONDUCTOR, allowing TOREX to focus on its forte in power
management IC design, ramping up power device business, etc. TOREX also
announced a 4.5% share buyback of up to 500,000 shares for up to JPY 500mn
(period from 2/17 — 6/30). The announced 4.5% share buyback along with the
current DY of 4.42%, which is trading 76% above its historical average, provide
strong fundamental downside support in SIR’s view.

TOREX SEMICONDUCTOR Group Revised FY25/3 Forecasts (JPY mn)

& TOREX

Focus Points:

Power management IC specialist
with attractive growth profile from
new applications driven by 5G/IoT,
EV/ADAS and highly energy
efficient next-gen power devices.

Key Indicators

Share price (3/13) 1,267
YH (24/7/17) 2,035
YL (25/1/17) 1,111
10YH (21/11/30) 3,960
10YL (16/2/15) 842
Shrs out. (mn shrs) 11.554
Mkt cap (JPY bn) 14.639
EV (JPY bn) 17.387
Equity ratio (12/31) 53.8%
25.3 P/E(CE) —X
25.3 EV/EBITDA (CE) 9.2x
24.3 ROE (act) -19.0%
24.9 P/B(act) 0.70x
25.3 DY (CE) 4.42%

capex
H Capex Depreciation opP EBITDA Aq\'

L
.,
e,

6,000

-]
o
n

620551

5,000

o
o}

4,000

3,000

2,000

2,635

I 1,497

2,470

N 1,149

1,000

3,146
I 3,323
2,417

I 1,916

5,208
I 4,350

5,
572 s
3200 .
1,900

1,990
I 1,179

1,580
I 938

Il 602

0
(1,000) t
(2,000)

(3,000)

FY16/3 FY17/3  FY18/3  FY19/3 FY20/3  FY21/3  FY22/3 FY23/3 FY24/3 FY25/3
rev CE

6M daily share price trend
1,700

1,600
1,500
1,400
1,300
1,200

1,100
™ )

%
R

R A I
Q/("

VS YV
& & @7’«

Source: compiled by SIR from IR results briefing materials.

~ Sessa Partners

Chris Schreiber CFA
Company Specialist
research@sessapartners.co.jp

This report was prepared by Sessa
Partners on behalf of TOREX
SEMICONDUCTOR, LTD. Please
refer to the legal disclaimer at the
end for details.



mailto:research@sessapartners.co.jp

TOREX SEMICONDUCTOR | 6616

s Sessa Investment Research

& TOREX
_Phenitec

Powerfully small

“Micro DC/DC” XCL Series
Ultra small DC/DC
converters that integrate a
coil and a control IC.
Simultaneously achieve
space-saving, high
efficiency, low noise, high
heat dissipation, low cost.

TOREX SEMICONDUCTOR Consolidated Financial Results Summary

Revised down full-term FY25/3 profits to net loss
Announced a 4.5% share buyback (2/17 — 6/30)

RESULTS SUMMARY
»» TOREX announced Q3 FY25/3 Group financial results after the close on February 14,

2025. 9M cumulative net sales declined -6.4% YoY, while the operating loss shrank from
JPY 412mn -> JPY 104mn. By business entity, Torex parent 9M cumulative net sales
declined by JPY 313mn, -4.1% YoY, due to lower sales in Japan and Europe, despite a
recovery in China, citing weakness in industrial equipment and consumer electronics,
while OP increased due to the reversal of inventory write-downs in Q1 and the impact
of the weak yen. Phenitec contribution 9M cumulative net sales declined by JPY 939mn,
-7.9% YoY, two-thirds of the decline in Q3-only, citing weakness in industrial equipment,
particularly in North America, resulting in OP swinging into loss. As a result of Q3
results, the Company revised down full-term profits into loss (see details below).

P> TOREX announced on February 7 that it signed a basic agreement with Taiwan major

semiconductor maker PANJIT INTERNATIONAL INC. for the purpose of forming a
business alliance by transferring all or part of the equity interests held by TOREX in its
wholly owned packaging (back-end process) subsidiary TOREX VIETNAM
SEMICONDUCTOR, noting rapid advances in next-generation packages that are highly
integrated, smaller, thinner, and have higher heat dissipation, etc., allowing TOREX to
focus on its forte in power management IC design. TOREX also announced a 4.5% share
buyback of up to 500,000 shares for up to JPY 500mn (2/17 — 6/30).

JPY mn, % FY24/3 FY24/3 FY24/3 FY24/3 | FY25/3 FY25/3 FY25/3 FY25/3 | FY23/3  FY24/3 FY25/3 FY25/3  FY25/3
[J-GAAP] Q1 act Q2 act Q3 act Q4 act Q1 act Q2 act Q3 act Q4 CE act act init CE Q2 rev Q3 rev
Net sales 6,405 6,848 6304 6,195 6252 6,273 5781 5195| 31,957 25752 28,000 25,000 23,500
YoY (25.5) (22.1) (18.1) (9.9) (2.4) (8.4) (83) (6.1 35  (19.4) 87 (29) (87D
« Torex Parent 2,647 2,582 2,432 2,355 2,474 2342 2,532 — | 14694 10,016 — — —
YoY (34.3)  (37.3)  (29.9)  (23.5) (6.5) (9.3) 40 (318
* Phenitec contrib. 3,757 4,266 3,872 3,840 3,777 3,930 3,252 — | 17,262 15,735 — — —
YoY (17.7) (8.7) (8.5) 1.2 0.5 (7.9)  {16.0D 3.1 (8.8)
Gross profit 1,637 1,287 907 155 1,851 1,501 962 — | 10021 3,986 — — —
GPM (%) 25.6%  18.8%  14.4% 2.5% 29.6%  23.9%  16.6% 31.4%  15.5%
SG&A expenses 1,414 1,421 1,409 1,521 1,486 1,530 1,403 — 6,045 5,764 — — —
ratio to sales (%) 221%  207%  22.3%  24.6% 23.8%  24.4%  24.3% 18.9%  22.4%
Operating profit 223 (133)  (502) (1,366) 365 (29)  (441)  (596) 3,976 (1,778) 1,000 400
OPM (%) 3.5%  -1.9%  -8.0% -22.0% 5.8%  -0.5% -7.6% -11.5% 12.4%  -6.9% 3.6% 1.6%  -3.0%
« Torex Parent 66  (350) (624) (1,414) 179 16 (4) — 2,567  (2,322) — — —
« Phenitec contrib. 156 217 123 48 186 (44) — 1,409 544 — — —
Ordinary profit | . (13) ..(254) . (636)  (1,550) | .. .341  (271)  (243)  (627)] 3,981 (2,452) 1000 100 . (800)
Profit ATOP 71 (271)  (613) (3,485) 83 (78)  (240)  (765)| 2,180  (4,298) 700 o {u000D
CAPEX o) 13111066 268 2,639 | 221 475 LTt 7130 . 4,850 5284 3,600 3,600 3,200
DEPRECIATION | .. M3 511 670 .. 7561 498 .. 568 6% .. 840 |l 1645 2350 3,000 2,700 2,600
EBITDA 636 378 168 (610) 863 539 253 244 5,621 572 4,000 3,100 1,900
Total assets 38,575 38655 40,700 36,636 | 39,466 37,640 37,139 37,049 36,636
Equity ratio (%) 63.7%  63.4%  57.5%  56.1% 52.5%  53.6%  53.8% 66.4%  56.1%
Cash &deposits | 9,327 8935 12525 9226 | 11,237 10,762 10,126 ... 8,573 9226 el
Int-bearing debt | 9,978 .. 9688 13624 11314 | 14795 14,152 13,771 T3 ALBLA e,
Net IBD 651 753 1,099 2,088 3558 3,390 3,645 (839) 2,088

Source: compiled by SIR from TANSHIN financial results summaries and IR results briefing materials. *Note: figures may differ from the Company’s materials due to
differences in SIR’s financial data processing and the Company’s reporting standards.
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TOREX Group Quarterly Trend of Consolidated Operating Profit/Loss by Entity (JPY mn); Monthly Yen-Dollar
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@ TOIRE)( Update on key market demand indicators for TOREX tracked by SIR

P> As can be seen from the graph below, Q4 CY2024 Japan exports to China slowed

o further to +0.7% YoY. The prolonged stagnation in the real estate sector and
:;I hEnItEC resulting deflationary pressure has resulted in weak China domestic consumption, a
key factor in the slower-than-expected recovery. At the same time, Texas
Instruments Analog segment revenue turned positive for the first time in 9
quarters, confirming steady progress in digesting excess inventory in circulation.
The table below shows the harsh environment for industrial as inflation depressed
capex, and automotive relative to a high base in 2023. According to the briefing
transcript, 4Q trends by end-market were: industrial down low-single digits,
automotive down mid-single digits, personal electronics up mid-single digits and
communications equipment up upper-single digits.

Annual Trend of Texas Instruments End-market Revenue Mix

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Industrial 31% 31% 33% 35% 36%| 36% 37% 41% 40% 40%
Automotive 13% 15% 18% 19% 20%| 21% 20% 21% 25% @D 35%
Personal Electronics 29% 30% 26% 25% 23%| 23% 27% 24% 20% 15% 20%
Comm. Equipt. 17% 13% 13% 12% 11%| 11% 8% 6% 7% 5% 4%

Source: compiled by SIR from data from TXN IR website.

% Key indicators tracked by SIR: while exports to China are pausing, TXN Analog revenue turned up YoY

innnnn
: : = TXN Analog Segment Revenue (USD mn, LHS) Japan exports to China (JPY bn, LHS)
T ——TXN Analog Segment Revenue (YoY, RHS) Japan exports to China (YoY, RHS)
5,400 48.0
4,500 40.0
3,600 32.0
2,700 y II 1 24.0
1,800 ’ U . 16.0
900 ‘ l 8.0
(900) k (8.0)
(1,800) (16.0)
Calendar quarters
(2,700) (24.0)
PP PIPFFIPTPIPEPFPEPFPRPFPTFIPTFFIPFXFIFRIPFREIIP
N N Nl N N NI N D g WV P W
Source: compiled by SIR from Customs and Tariff Bureau, Ministry of Finance, Texas Instruments (NASDAQ: TXN) historical financial statements.
4
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TOREX Group CEO Kimura

XC9704/XC9705 Series

36V 600mA synchronous
step-down DC/DC converter
—compact, low power consumption

90% efficiency

100 VTRV, TS0V
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Efficiency: EFF1 (%)
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o
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Qutput Current | 10UT (mA)

% input converted to output current
Source: TOREX product website.

XCL109/XCL110 Series
Ultra-compact CL-2025-02 pkg.
(2.0x2.5xh1.04mm)

N
B
\J

Update on Growth Strategy for 2025 from TOREX Group CEO Takeshi Kimura

»» Looking back over his first year since he assumed the office of President, CEO
Kimura noted that the business environment has remained challenging. The initial
budget had assumed a recovery from the 2H (October onward), but the recovery in
demand has been limited, in particular citing prolonged inventory adjustment in the
domestic industrial equipment market due to the sluggish Chinese market. However,
a recent trend is that orders with short delivery times are increasing in overseas
markets, especially in Asia, and signs of a recovery are beginning to emerge.
Inventory adjustment in the domestic industrial equipment market is expected to
finish up in the spring of 2025, followed by a recovery.

»» For TOREX the parent, the basic business policy of developing power management
and analog ICs featuring ultra compact, low power consumption such as micro
DC/DC converters with built-in inductor coils, etc., for applications in the three areas
of consumer electronics/PCs, industrial equipment and automotive equipment, as
well as developing new highly efficient power devices, remains unchanged, going
forward focusing on expanding the lineup to medium- and high-voltage tolerant
products in the 36V, 60V and higher range. However, the first priority in the
current difficult market environment was to strengthen sales capabilities. In Oct-
2024, TOREX established an organization dedicated to technical sales and
significantly increased the number of field application engineers (FAEs). The aim is
to provide more detailed technical support by placing engineers who have been
involved in product development as FAEs in locations where they can interact with
customers, and to utilize customer needs in the development of future products.

» TOREX announced the new “High Voltage 36V/600mA Compact Synchronous Step-
Down DC/DC Converter XC9704/XC9705 Series” on December 20, 2024. Features of
these new high-voltage tolerant DC/DC converters include: low noise, compact size
with 51% reduction in mounting area, low power consumption, high power
conversion efficiency of up to 90%, maintaining high efficiency from light to heavy
loads, F-PWM (XC9704) / PWM/PFM (XC9705) auto-switch control, built-in
synchronous rectification driver FET, input voltage range: 3.0V ~ 36V, supports
input voltages of 12V and 24V commonly used in industrial equipment, provides a
maximum output current of 600mA suitable for communication devices and sensors,
and operates within a wide temperature range of -40°C to 125°C. TOREX plans to
leverage the aforementioned new technical sales department to expand orders.

» According to the Company, these features make the XC9704/XC9705 series ideal for
replacing conventional medium- to high-voltage LDOs (low drop-out regulators),
which often have heat generation and size issues (see picture on the top of the next
page). Target applications include: equipment requiring compact and low power
consumption from 12V/24V lines, sensor/security equipment for factories, office
buildings and other facilities, white goods such as air conditioners, etc. Examples
of target markets include: commercial and consumer air conditioners, indoor /
outdoor units, control panels (commercial AC) - designed for a large number of
components in a single set. Another focus product for 2025 is the High-performance
Inductor Built-in Step-up “micro DC/DC” Converter XCL109/XCL110 Series with
integrated inductor coil and control IC on an ultra-compact package announced in
Sep-2024. It can start operation with an input voltage as low as 0.9V, ideal for
industrial equipment, 10T, mobile devices, wearables, healthcare, and any other
devices requiring compact size / low power consumption prioritizing battery life.

~ Sessa Partners
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@ TOIRB( Example of Replacement of LDO with XC9704/XC9705 Series

Conventional LDO XC9704/XC9705 series

° 8.0x12.5mm=100.0mm? 5.8x%8.Amm =48.7mm?
_Phenitec _

Mounting Area
51% Reductinr»

Package types/sizes

SOT-89-5
(4.5x4.6x1.6mm)

Ve

EN/SS

[ ]

O

LB
Lx  GND FB

USP-6C

(1.8x2.0x0.6mm)

(Under development)

Vin 6
EN/SS 5
PG 4

O1
02 GND
O3 FB

119°C )
Surface Temperature 37°c
Difference 82°C
35°C wm— 1 15°C R5°C m—115°C

Source: TOREX product website.

Commercial and residential air-conditioning markets are growing

»» Growth in the industrial HYAC market is mainly demand from construction and
repair of commercial and other facilities driven by the transition to environmentally
friendly and energy-saving equipment. Replacement demand is a core growth driver
for the household AC market, with popular features like energy-saving, automatic
cleaning, integrating sensors with Al control, and ventilation functions in demand.

Trend of Industrial HVAC Market Trend of Household AC Market
[ Shipment e Shipment [ Shipment e Shipment
value (JPY bn, LHS) volume (000, RHS) value (JPY bn, LHS) volume (mn, RHS)
900 1,800 900 12.00
800 1,600 800
10.00
700 1,400 700
600 1,200 600 8.00
500 1,000 500
6.00
400 800 400
300 600 300 4.00
200 400 200
2.00
100 200 100
0 0 0 0.00
N $H Q \) M) 0> o > > ¥
\) \ N N % M Q' N 4 3%
D D D D D D > D D >
Source: compiled by SIR from METI‘s “Economic Structure Survey (Mfg. Source: compiled by SIR from Japan Refrigeration and Air Conditioning
Industry Business Location Survey)” and “Industrial Statistics (by product)” Industry Association statistics. 6
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XC9290/XC9291 Series

S
C9290/91Rev1.1
LP-5-0B
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WLP-5-08 Package (0.96 x 0.88 x h0.33)

Other focus products and initiatives for 2025 (continued)

» According to CEO Kimura, in addition to the 36V high voltage-tolerant micro DC/DC
products, the expanded lineup also includes low voltage-rated products that can
also handle high current, and TOREX has expectations this will enable it to meet a
wider range of customer needs. The HiSAT-COT® Control Ultra-compact, High-speed
Response 600mA Step-Down DC/DC Converter XC9290/XC9291 Series, which was
announced in Oct-2023, incorporates TOREX's proprietary control method HiSAT-
COT®, offering the world's smallest solution area with fast transient response / Low
noise / High efficiency (mount area only 3.52mm?2). Even at 4MHz, it achieves 90%
efficiency with 3.7V input and 1.8V output voltage, contributing to extended battery
life and reduced heat generation. Therefore, it is an ideal product for all small
devices, including modules and sensors, regardless of whether they are used in
consumer or industrial applications, where space-saving is essential. It achieves low
EMI (see left) and low ripple, making it suitable for small and densely packed
electronic devices. It has minimal impact on peripheral devices in high-density
mounting. Package options include WLP-5-08 (0.96x0.88x0.33mm) and LGA-6B01
(1.2x1.2x0.3mm), providing the world's smallest solution size, including peripheral
components. Adoption of this product has been greater than expected in PC
camera modules among others.

»» In addition to power management ICs, there are also expectations for load switch
ICs with ideal diode function. These are highly unique devices with few similar
products, and TOREX has received many inquiries for applications such as
preventing reverse current from batteries in mobile devices. Going forward the
Company will expand its product lineup for industrial equipment, etc. In a press
release on February 20, 2025, TOREX announced the 3ALoad Switch IC with Ideal
Diode Function XC8114 Series. The XC8114 series is a load switch IC designed to
operate within a voltage range of 1.5V-6V and delivering a maximum output
current of 3A. It replicates the functionality of an ideal diode and integrates key
features such as an enable (EN) pin, overcurrent limiting, inrush current limiting,
and thermal shutdown protection. This IC integrates an ideal diode function that
achieves ultra-low loss equivalent to a diode forward voltage (VF) of just 20mV,
approximately 1/20th of the forward voltage typically found in Schottky barrier
diodes used for reverse current protection, significantly extending battery life.

P Finally, another priority initiative involving subsidiary Phenitec is to accelerate
penetration of the automotive equipment market by expanding the long-term
stable supply structure. The Group invested JPY 4.4bn during the 3 years through
FY25/3 (third and final year JPY 1.0bn) to effectively triple the capacity dedicated
for analog power management ICs for TOREX the parent in Phenitec’s Kagoshima
Fab. The use of power management ICs in automotive applications such as
infotainment has been steadily growing, however, due to the nature of TOREX the
parent having a fables operation, expanding the long-term stable supply structure
demanded by auto manufacturers has been one bottleneck. Phenitec’s main
business is the manufacture of discrete products, of which power devices are one of
its strengths. Phenitec is developing next-generation power devices such as silicon-
based power MOSFETs and IGBTs as well as compound semiconductors such as SiC
and gallium oxide. It has already started mass production of SiC SBDs (Schottky
barrier diodes) and plans to start mass production of SiC-MOSFETs by March 2025.
In this context, TOREX the parent has begun releasing some power devices under its
own brand. In 2024, TOREX established the Power Semiconductor Business
Promotion Department and is preparing for full-scale business expansion, including
the search for solutions that combine power devices and power management ICs.

7
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Performance and
Valuations:

SESSA Smart Charts

v" The current P/B of
0.70x and DY of 4.42%
are trading 35% below
and 76% above
historical averages,
respectively.

v" Revised OP guidance of
an operating loss of JPY
700mn puts EV/EBITDA
on 9.2x, 4% above its
historical average.

v’ The announced 4.5%
share buyback and
current DY of 4.42%
(76% above its
historical avg.) provide
strong fundamental
downside support in
SIR’s view.

@
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Analyst’s view

10-Year Monthly Share Price, 6M/12M/24M MA, Volume and Valuations Trend

11/30

4000 3,960

'I
3500 11/6 11/11
3/187 3,235

3000 | Il.. | | |

2500

|||R
1,1i1

i AT
|||Ig’25|||||I|I.I.I||||I||.....||I|||I|.|I|||||F|/....|...3/13 ..... wal T ||||I||||II (AT TTTRTTI TR

™ e © A \e) ) Q "e v v ™
> > N > > > > o Pt t P
w ¥ ¥ ¥ ¥ ¥ W ¥

P/B HIST AVG
2.50

2.25
2.00
1.75
1.50
1.25
1.08
1.00
0.75

0.50

———EV/EBITDA ====HIST AVG
50.0

40.0
30.0
20.0

10.0

0.0

DY == HIST AVG

2.00
S50 AN A

Source: compiled by SIR from SPEEDA historical earnings and price data. Valuations calculated based on LTM and CE.
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LEGAL DISCLAIMER

This report is intended to provide information about the subject company, and it is not intended to
solicit or recommend investment. Although the data and information contained in this report have

been determined to be reliable, we do not guarantee their authenticity or accuracy.

This report has been prepared by Sessa Partners on behalf of the concerned company for which it has
received compensation. Officers and employees of Sessa Partners may be engaged in transactions
such as trading in securities issued by the company, or they may have the possibility of doing so in
the future. For this reason, the forecasts and information contained in this report may lack
objectivity. Sessa Partners assumes no liability for any commercial loss based on use of this report.
The copyright of this report belongs to Sessa Partners. Modification, manipulation, distribution or

transmission of this report constitutes copyright infringement and is strictly prohibited.

Sessa Partners Inc.

#5ai-o0 Azabu, 2-8-14
Azabujyuban, Minato-ku, Tokyo

info@sessapartners.co.jp



	スライド番号 1
	スライド番号 2
	スライド番号 3
	スライド番号 4
	スライド番号 5
	スライド番号 6
	スライド番号 7
	スライド番号 8
	スライド番号 9

